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Uear Applicant:

We have considered your applicaction tor recognition of exemption
under section Svitc)y(b) ot the Internal kevenue Code.

The evidence presented discloses that you were 1ncorporated on
B .rcder the non-protait law of the State of N

The objJect foQ which the corporation 18 established 1is to
promote and taltsitate the development and enhuncement ot [N
+inanchal sotftware products.

The evidence presented with your application Form iUZ4 indicates
that the organization cunststs of representatives ot diversified
businesses who own or lease computer sottware from I -
sottware provider.

The applicartion states that members of the organization are
solicited tor requests on how to modity the Il product
according to trends I1n their respective industries and the
marketplace.

The applicetion also states that the qualification for
membership 158 to have purchased [l sottware.

Section SUi(cy(b) ot the .ode provides tor the exemption from

Federai 1ncome tax ot business ieagues not organized for profic,
no part ot the net earnings ot which i1nures to the beneti1t ot
any praivate sharehoider or indivadual.

Section 1.50i(e)(B)-1 ot the income Tax kegulations defines a
business league as an assoctation of j.ersons having some common
pusiness 1ncerest, the purpose ot which is to promotea such
common Interest. 1ts activities sQould be directed towards the
improvement ot business conditions 1N one or more lines ot
business as distinguished trom the performance of particular
services tor 1ndividual persons.
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kRevenue Ruling B83-164, i983-2 C.B. 95 ;described an organization
whose members represent diversified businesses that own, rent,
or lease computers produced by a single .computer manufacturer.
The organization described above was a!nrminod not to he exempt
from Federal income tax as a business/ieague under section
501(ec)(6) of the Lode. By directing. its: ‘agtivities only to che
users of a single brand of computer, the organizat1on was
determined to be directing 1ts activities towards the
improvement of business conditions in only segments of the
various lines of business to which it members belong. Because
it limited its activities to the users of a single brand of
compucter, the organization's activities were not directed
towards the improvement conditiong in one ore more |ines of
business within meaning ot section i.5Ui{c)(B)-1 ot the
regulactions. S

because the organization directs its activities to the users of
Bl software, the organization helps to provide a competitive
advantage to M and to 1ts users av the expense of N s
competitors and their customers that may use other brands ot
software. Thus, the organization's activities are not directed
towards the improvement of business conditions in one or more
1ines of business within the meaning of section 50i(c)(b6) of the
Code.

Accordingly, we conclude that you do not meet the requirements
for exempt statugs under section 50i(c)d) cf the Lode and
propose to deny your request for examption under that section.

We have also determined that you tail to qualify for exempt
status under any other subsection of ike S0i(c).

You are required to frle a naxabls return Form ii20 or 1U41 with
the District Uirector of internal Revenue Service. Fiease send
the return to the internal Kevenue Service, F.U. Box 1680,
General Fost Uffice, Brooklyrm, NY [1202

iIf you do not agree with this determination, you may request a
Conference with the Regionai Uirector ot Appeals by protesting
in accordance witn the enclosed instructiong within 30 days.

bProtests submitted which do not contain all the documantation
stated in the instructions will be returned for completion.

I+ we do not hear ftrom you within that time, this determination
will become final.
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